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Re: Advisory Opinion Request of Lucent Technologies
Inc.

I
|
!
|
Dear Madame/Sir: |

Oon behalf of our client, | Lucent Technologies Inc. ( or:

the "Company") we request an advisory opinion responding to the
following questions:

(1) Will Lucent Technologies PAC be disaffiliated from AT&T PAC
after the completion of the transactions described below?

(2) Are Lucent Technologies PAC ang AT&T PAC affiliated at the

present time and are the contribution limits applied on an

aggregate basis to all activity prlor to their disaffiliation?
I

(3) After disaffiliation, may Lucent Technologies PAC continue

the payroll deduction election of 1ts employees if it sends each;

employee a letter while it is affiliated with AT&T PAC informing.

them of their right to withdraw their consent to continue payroll
deductions?

I. 8t ent of Facts

On September 20, 1995, AT&T Corp. announced its
intention to create a separate company composed of the AT&T
businesses that now comprise Lucent Technologies Inc. This
announcement was part of a broadernannouncement in which AT&T
Corp. expressed its intention to separate into three publicly
held global companies. AT&T Corp..stated that it would continue:
to operate as a communications and information services company..
NCR Corporation would be spun-off as a separate company
concentrating on transaction lntenﬁlve computing, and Lucent
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Technologies Inc. would become a separate company concentrating
on the manufacture and installation of various kinds of
telecommunications systems and software and the manufacture and
sale of other telecommunicatlons products. NCR Corporation is
not part of this advisory opinion request

AT&T Corp. 1ncorporated Lucent Technologies Inc. in
Delaware as a wholly-owned subsldlary, and beginning on February'
1, 1996, AT&T began transferring to Lucent Technologies Inc. the.
assets and liabilities related to its businesses. On April 3,
1996, AT&T offered to the public in an initial public offering
(“IPO") 112,037,037 shares of common stock of Lucent Technologies
Inc. After this offering, AT&T Corp. owned approximately 82.4 '
percent of the Company’s common stock which it plans to
distribute on or before Septemher,30, 1996 to AT&T shareholders
of record as of September 17, 1996 (the "Distribution"). This
distribution would complete the séparation of the two companies.f

The transactlons resulting in the separation of the two
companies are described in Lucent’s Initial Public Offering
Prospectus dated April 3, 1996 (the "Prospectus") and the Infor-'
mation Statement dated July 24, 1996 of Lucent Technologies Inc..
(the "Information Statement"). The latter document is included
with a letter to AT&T shareholders from Robert E. Allen, AT&T’s !
Chairman of the Board dated July 24, 1996. These documents are |
attached. |

For many years, employees who now work for Lucent
Technologies Inc. have been actlve participants in AT&T PAC, ,
which has represented their interest along with other AT&T j
executive and administrative employees. Several thousand of
these employees have authorized AT&T Corp. to deduct contribu- .
tions to AT&T PAC on a regular basis from their payroll. Wwhen it
became clear that Lucent Technologies Inc. would become a '
separate company, its management pegan planning a new political:
action committee to represent its, employees. On August 2, 1996,
Lucent Technologies Inc. filed a Statement of Organization, which
shows AT&T PAC as affiliated to Lucent Technologies PAC because.
at the present time the Company has not yet been spun-off and
thus remains a  subsidiary of AT&T Corp. While it is affiliated.
with AT&T PAC, Lucent Technologies PAC may receive transfers of
funds contributed to AT&T PAC by Lucent Technologies Inc.
employees. After the Distribution, Lucent Technologies PAC will
solicit the Company’s employees directly and contributions will:
be deposited directly into the Lupent Technologiés PAC. In :
addition, subject to the Commission’s approval, the Company
wishes to continue without new sollcitation the payroll
deductions of its employees who have authorized AT&T to make
payroll deductions. Therefore, as explained below, the COmpany
has followed procedures approved by the Commission in past
advisory opinions and has 1nformﬁd 'its employees of the transfer
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of their contributions to Lucent Technologles PAC and of their
right to terminate their authorizatlon of payroll deductions if
they wish. !
I
Lucent Technologies Inc.| is one of the world’s leadlng
designers, developers and manufacturers of telecommunications
systems, software and products. The Company is a global market .
leader in the sale of public telecommun1cat1ons systems, and is a
supplier of systems or software to. 23 of the world’s 25 largest °
network operators. The Company also is a global market leader in
the sale of business communications systems and in the sale of
microelectronic components for communlcatlons applications to
manufacturers of communications systems and computers. Further,:
the Company is a leading supplier lin the United States of '
telecommunications products for cohsumers. In addition, the
Company has provided engineering, iinstallation, maintenance or
operations support services to over 250 network operators in 75 '
countries, over 1.4 million business locations in the United
States, and approx1mate1y 100,000 business locations in over 90 :
other countries. The Company's research and development activi-.
ties are conducted through Bell Leboratorles, which consists of
approximately three-quarters of the total resources of AT&T
Corp.’s former Bell Laboratories dlvision, one of the world’s
foremost industrial research and development organizations. On .
Decenmber 31, 1995 Lucent Technolo%ies Inc. had 131,000 employees

The Company’s revenues of $21.4 billion for the year
ended December 31, 1995, were generated from the sale of systenms
for network operators (54% of total revenues), business communi-'
cations systems (24%), microelectronic products (9%), consumer
products (8%), and other systems and products, including
integrated systems for the United .States government (5%). 1In
1995, approximately 77% of the Company’s revenue was generated
from sales in the United States and approximately 23% inter-

nationally (including exports). i

II. The Application Of The Commzssion's Affiliation Rules To
Lucent Technologies PAC Aftef The Distribution

The Federal Election Campaign Act ("FECA") and the
Commission’s regulations provide that all PACs that are
established, financed, maintained; or controlled by the same
corporation, person, or group of persons (including any parent, -
subsidiary, branch, or division) are affiliated. Contributions;
made to or by afflllated PACs are: considered to have been made to
or by a single political committee for purposes of FECA’s contri-
bution limits. 2 U.S.C. § 441a(a)(5), 11 C.F.R. §§ 100.5(9) (2),
110.3(a) (1) (ii). PACs established by a single corporation and '

its subsidiaries are affiliated pFr se. 11 C.F.R.
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§ 110.3(a)(2)(i); A.O0. 1990-10, Qgﬁ_IEgL_ElggA_gng&—EinA_ggiﬁgl:

g 5995 (1990).

I
Under these rules, it appears that the AT&T PAC and the
Lucent Technologles PAC are currently affiliated because Lucent
Technologies Inc. is a subsidlary of AT&T Corp. The first
question in this advisory opinion request is whether these PACs
will be disaffiliated after the Distribution. Commission regula-
tions provide for an examination of ten factors of control in the
context of the overall relationship to determine whether one
company is an affiliate of another; and, hence, whether their :
respective PACs are affiliated. 11 C. F R. §§ 100.5(g) (4) (i) and’
(ii) (A)=(J), and 110.3(a)(3) (i) and (ii) (A)=-(J). For the reasons
set forth below, Lucent believes that the PACs will cease to be :
affiliated as of Distribution and asks the Commission to confirm:
this conclu510n. I
: o
The factors relevant to /this transaction are as ‘
follows: (A) the ownership by oned sponsoring organization of a |
controlling interest in the voting stock or securities of another
sponsor1ng organization; (B) the authorlty or ability of one '
sponsoring organization to participate in the governance of ;
another sponsoring organization through provisions of constitu-
tions, by-laws, contracts or other rules, or through formal or
informal practlces or procedures, (C) the authority or ability of
one sponsoring organization to hlre, demote or otherwise control,
the decisionmakers of another sponsorlng organization; (E) common
or overlapping officers or employees, indicating a formal or
ongoing relationship with the sponsoring organizatlcn, (F)
members, officers, or employees of one sponsoring organization
who were members, officers, or employees of another organization
which indlcates a formal or ongoing relat1onsh1p with the :
sponsoring organlzation or the creation of a successor entity; !
(G) and (H) the provision of funds or goods in a significant '
amount or on a continuing basis from a sponsorlng organization to
a new organization or from one organization’s PAC to the other ;
organization’s PAC; and (I) an actlve or significant role by one
sponsoring organization in the formation of another organization.
11 C.F.R. § 110.3(a) (3)(ii)(A)-(J). As discussed below, these
factors suggest that Lucent Technologies PAC and AT&T PAC will be
disaffiliated after the D1str1but10n.

AT&T Corp. intends to effect a complete separation
between itself and Lucent Technologies Inc. Prospectus at 5.
The Distribution is now scheduled to occur on or before September
30, 1996 to AT&T record shareholders as of September 17, 1996.
Information Statement at 1. AT&T's shares are widely held and
traded.  In order to assist the Commission’s analysis of this |
request, this letter will descrlbe the information contained in;
the Prospectus and Information statement relevant to each factor
in the Commission’s regulations and advisory opinions.
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|
A. Oownership Of Lucent Technologies Inc. By AT&T Corp.

Currently, AT&T Corp. owns approximately 82.4 percent
or 524,624,894 shares of the common stock of Lucent Technologies
Inc. On or before September 30, 1996, after the distribution of:
AT&T’s remaining shares to AT&T shareholders, AT&T Corp. will
have no ownership interest in Lucent Technologies Inc.

B. The Authority Of AT&T . Corp. To Participate In The Governance
Of Lucent Zechno;ggieg Inc,
|

According to the Prospectus, Lucent Technologies Inc.
"hlstorlcally has operated as a part of AT&T. The Separatlon
will establish the Company as a stand-alone entity with objec~
tives separate from those of AT&TJ" Prospectus at 17. After the
distribution of AT&T Corp.’s remainlng Lucent Technologies Inc.
common stock, AT&T Corp. will no longer be able to participate in
the governance of Lucent Technologies Inc. It will have no power
to elect the Board of Directors which is responsible for the
governance of the Company. As explalned below after the Distri-
bution there will be no overlap between the management and
directors of both companies.-

The Prospectus describes a series of contractual
agreements between AT&T Corp. and'Lucent Technologies Inc.
intended to effect the complete separation of the two companies
and governing the continuing business relatlonship between the
companies. Prospectus at 73-88. | The Separation and Distribution
Agreement sets forth the terms under which assets," liabilities,
business opportunlties and other matters are divided between the
two companies. Prospectus at 73-79. The Agreement restricts
Lucent Technologies Inc., as well as AT&T Corp., from taking any
action which could prevent the Distrlbutlon from qualifying as a
tax~-free distribution within the meanlng of section 355 of the
Internal Revenue Code. The Commission found that a similar
agreement in the recent ITT spln-off advisory opinion (A.O0. 1996~
23) was immaterial to the affiliation issue because none of the.

companies in that transaction anticipated that this limitation '

would inhibit their separate actfv1ties. Lucent Technologies
Inc. represents that the same isltrue of this transaction. 1In .
A.0. 1993-23, CCH Fed. Elec. Camp. Fin. Guide, ¥ 6104 n.7 (1994),
the Commission concluded that the continuity of interest implied
by section 355 is outweighed by the disaffiliation factors '
identified in that opinion. |
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The Separation and Distribution Agreement does not
exclude one company from engaging in the same or similar business
activities as the other company or! from doing business with any
potential vendor or customer. Prospectus at 77. However,
certain intellectual property rights granted under the Separation
and Distribution Agreement to the COmpany will be terminable if
the Company provides telecommunications services of the type
provided by AT&T Corp. between now'and February 1, 2001.
Prospectus at 78. Lucent Technologles Inc. -does not anticipate
entering these businesses because it would cause the Company to
compete with most of its major cusFomers, including AT&T Corp.

AT&T Corp. and the cOmpany have entered into an Interim
Services and Systems Repllcatlon Agreement which governs the
provision of data processing, telepommunicatlons and other
corporate support services. With limited exceptions these
interim services are not to extend beyond January 1, 1998, and
many are expected to terminate at or prior to the Distribution.
Prospectus at 79-80. The two companles also have entered into
certain agreements under which AT&T Corp. has committed to
purchase at least $3 billion annudlly for calendar years 1996,
1997 and 1998 of products, 1lcensqd materials and services from
Lucent Technologies Inc. Prospectus at 80. This represents a
small percentage of the Company’s !1995 revenues and is expectead !
to decline as the Company’s revenues increase during this period.
In addition, Lucent Technologies Inc. is expected to continue to
diversify its customer base. :

|

The partles also have entered into a series of other
agreements covering employee beneflts, intellectual property, tax
matters, real estate and other matters. Prospectus at 81-85.
These agreements are intended to apportion the respon51b111t1es
and rights of the parties based upon the division of the
businesses as previously outlined; None of these agreements .
permits one company to control the other company in a way that is
inconsistent with the objective of making AT&T Corp. and Lucent :
Technologies Inc. separate stand-alone companies. Accordingly,;
nothing about these agreements should lead the Commission to view
the PACs as affiliated once the Distribution occurs.

|

C. The Authority To Hire, Demotp Or Otherwise Control The

Officers And Directors Of Lucent Technologies Inc.

At the Distribution, ATFT Corp. will have no authority
to hire, demote, or otherwise control the officers and directors
of Lucent Technologies Inc. As explalned below in section E, at
the Distribution there will be no overlap in the officers and
directors of the two companies. In addition, because AT&T cOrp.
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will own none of the common stock of Lucent Technologies Inc., 1t
will not be able to vote for or elect any of the Company’s
directors. Therefore, no control is expected to result after
current employment relationships with AT&T Corp. are severed.

D. Whether Two Sponsoring Organigations Or Committees Have -
ommon Or a rs -

This provision does not ppply to this transaction.
|

E. Whether AT&T Corp. And Lucenﬂ Technologies Inc. Have
Ooverlapping Officers, nirecgors. or Employees

I

At the time of the Dlstqlbutlon the two companies will
have no overlapping officers or directors. The Prospectus
details the current and former employment of the Company’s senlor
officers and Board of Directors. lProspectul at 54-57. Most are:
former AT&T employees or directors who have resigned to join the
Company. Seven directors of the Company are currently employed -
by AT&T Corp. and do not plan to leave that company. Therefore,:
these directors have agreed to resign from the Lucent Technolo- '
gies Inc. Board of Directors prior to the Distribution.
Prospectus at 57. :

Although all 13 of the Lucent Technologies Inc.
directors were app01nted by AT&T Corp., the Company will promptly
replace the seven resigning directors with individuals not chosén
by AT&T Corp. Also, Lucent Technblogles Inc. will have its :
annual shareholders meeting in February 1997. At that meeting, ;
four of the directors -~ three noh-employee directors and one of
the newly appointed directors who! will replace an AT&T employee .
-- will be submitted for election; by the shareholders of the ‘
Company. In summary, as of the Distribution there will be no
overlapping officers and dlrectors of AT&T Corp. and Lucent
Technologies Inc.

| 1
The Prospectus describe? certain antitakeover provi- .

sions in the certificate of incorporation and by-laws of Lucent:
Technologies Inc. Prospectus at 90-94. The purpose of these
provisions is to make it more difficult for an acquiring person
to gain control of the Company without the approval of the
Company’s Board of Directors. THese provisions are irrelevant to
the affiliation issue because, as explained below, there will be
no overlap between the management and boards of directors of AT&T
Corp..and Lucent Technologies Inc. .In the spin-off of PacTel by
Pacific Telesis Group (“PTG") - a transaction very similar to .,
this transaction -- the Comm1551en discounted the importance ofi

|

|
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antitakeover provisions in the PacTel by~-laws because, although
PacTel’s directors were appointed By PTG, there was no overlap
between the boards of the two companies. A.0. 1993-23, CCH Fed. -
Elec. Camp. Fin. Guide, ¥ 6104 at 11931-32 (1994). On this
basis, the Commission distlnguished the PacTel advisory opinion
from A.O. 1986-42, CCH Fed, Elec. Camp. Fin. Guide, Y 5884 (1987)
and one other simllar opinion in which there was an overlap
between management and the directors of the spun-off company and
its parent. In those advisory opinions, the antitakeover .
provisions buttressed the parent's.control resulting from the ,
overlap. That was not the case in|PacTe1, and it is not the case
here. L .

;
F. Officers And Employees Of Ono.organization Were Officers And
wumum :

Most officers and emplozees of Lucent Technologles Inc;
were officers or employees of AT&T Corp. This does not, however,
imply continuing control of Lucent Technologies Inc. by AT&T '
Corp. The history of the telecommunications industry demon-
strates that, despite former employment relationships with AT&T -
Corp., dlvestlture creates new ecqnomlc realities that quickly .
dominate former alleglances. After the 1984 separation of the
Regional Bell Operating Compan1es|from AT&T Corp., the new RBOCs:
began to compete with AT&T Corp. and adopted political and policy
agendas that conflicted with AT&T Corp. The customer/supplier
relationship between these companies neither blunted nor aligned:
the political interests of the companies. Shortly after dlvesti-
ture, virtually all of the RBOC employees were former Bell 5ystem
employees who had spent their professlonal lives within the AT&T
organization. The competition between AT&T Corp. and the RBOCSs
from 1984 to the present demonstrates that past associations mean
little in the telecommunications 1ndustry when economic 1noent-‘
ives cause the financial and polltical interests of former
colleagues to diverge. i

|

The Prospectus makes cléar that a principal reason fon
the separation of the Company from AT&T Corp. is the competition
between AT&T Corp. and many large; present and future customers qf
Lucent Technologies Inc. in the telecommun;catxons service
business such as the RBOCs:

|

|

Changes in customer needs and demands, public
policy and technology are creating a new
industry structure in WhICh many of the
actual and potential customers of the Company
are or will be competitors of AT&T’/s communi-
cations services business. As a result, the
obstacles currently fach by the COmpapy in

|
|
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marketing its products te competitors and
potential competltors of | AT&T’s communica-
tions services business have become severe .
and are expected to continue to intensify.
For these reasons, AT&T has announced that
subject to certain condltlons, it intends to
effect the Distribution.

|

Prospectus at 43. Thus, it is 11ke1y that business realities
will dominate over former profess1ona1 ties and keep Lucent
Technologies Inc. independent of AT&T cOrp

(G) And (H) AT&T Corp. Will Not| Provide Funds Or Resources Tof
Lucent Technologies Inc. And AT&T PAC Will Not

Benefit The Lucent Fechnologies PAC
|

We have already descrlbeh the business relationship
between Lucent Technologies Inc.: apd AT&T Corp. after the
Distribution. AT&T Corp. will continue as a customer of Lucent .
Technologies’ network system prodqcts and services. In addition,
the Separation and Distribution Agreement and other agreements
described in the Prospectus set forth the continuing steps that
the two companies will take to separate their businesses. The
objective of these agreements is to make the two companies stand-
alone separate organizations after the Distribution.

None of these business relatlonshlps between the two
companies will benefit their PACslln any way. The two PACs will:
be separately supported by each connected organization and its
executive and administrative employees. On August 2, 1996, ;
Lucent Technologies Inc. organized a political action committee .
to accept contributions from its executive and administrative
employees. The Lucent Technologiés PAC expects to receive
transfers from the AT&T PAC prior to the Distribution to reflect:
contributions made by Lucent Technologies Inc. employees to the |
AT&T PAC. After the Distribution, ‘there will be no further
transfers of funds because Lucent_Technologles PAC expects to
rely on contributions from its employees.

Several thousand Lucent Technologles Inc. employees .
have participated in the AT&T PAC!through AT&T’s payroll deduc- .
tion plan. Those contributions to the AT&T PAC will end at or .
prior to the spin-off and Lucent Technologles Inc. will prov1de
these employees the opportunity to continue their payroll
deduction for the benefit of the Lucent Technologies PAC.
I
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AT&T PAC and Lucent Technologles PAC are now managed by
separate organizations. The Lucent Technologies PAC is governed
exclusively by Lucent TechnologiesiInc. employees. If the
Commission agrees that the two PACs are separate, unaffiliated
committees, the two PACs will not coordlnate their contrlbutlons.

(I) An Active Role By One sponsor;ng Oorganization In The
Eormation Of The New Organigzation '

As explained above, the fact that AT&T Corp. has played

an active role in forming Lucent Technologies Inc. does not
indicate that AT&T Corp. will control Lucent Technologies Inc. in
the future. The economic realitles described in the Prospectus
and summarized above will result 1n an arms length business '
relationship between the two organnzatlons, and the companies
have taken numerous steps to ensure that they will operate
separately. |

|
|
(J) Whether The AT&T PAC And Lucent Technologies PAC Have

Bimilar Patterns Of COntrihgtions Or cContributors

After the Distribution, AT&T PAC and Lucent Technologies PAC
will have different contributors. | Because the Lucent :
Technologies PAC is newly formed, ;it has not made any

contributions as yet.

III. Recent FEC Advisory Opinions 'Ssupport The Conclusion That
AT&T Corp. And The Company Will Not Be Affiliated After The

Distribution |
l
In two recent advisory opinions the Commission

concluded that the separated companies were unaffiliated after
the transaction. Many of the same factors discussed above in
connection with the AT&T Corp. separation of Lucent Technologies,
Inc. were present in these two transactions and persuaded the
Commission that the separated companies were no longer
affiliated. The Commission should be similarly persuaded in this
situation.

In A.O. 1993-23, CCH Fed. Elec. Camp. Fin. Guide,
¥ 6104 (1994) the COmm1531on found that the spin-off of PacTel by

PTG resulted in unaffiliated entities and, as a result, the PACs
of each organization also were unaffiliated. As in the AT&T
Corp./Lucent Technologies Inc. transaction, the separation of
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PacTel and PTG was begun with an IPO of PacTel stock, in that
case 12-14 percent, followed by a dlstrlbutlon to PTG share-

" holders of the remainder of PacTel's shares. As in the AT&T
Corp./Lucent Technologies Inc. transaction, PTG appointed the
PacTel Board of Directors, reached:certain agreements for
separating the businesses, and incorporated certain antitakeover-
provisions in the PacTel articles of incorporation and by-laws.

The Commission concludedlthat PacTel and PTG would not

"be affiliated after the two companies were separated. It
considered significant the fact that "none of either company’s
directors will continue as dlrectors of the other." The same .
will be true after the Distribution in this case. The Commission
also found that despite the fact that most of PacTel’s stock '
would be owned by PTG shareholders| after the separation, the
"common" identity of the shareholders [(of PacTel and PTG] will be
broken by the IPO." The same willl be true after the Distribution
here. Indeed, the Lucent Technologles Inc. IPO distributed 17. 6
percent of 1ts common stock in the| public markets, a larger
percentage than the IPO of PacTel common stock. Also, there are
no restrictions on the sale of most Lucent Technologies Inc.
common stock after the Distribution, and the Prospectus explains
that "[s]ubstantially all of such shares would be eligible for
immediate resale in the public market. Prospectus at 9.

The Commission also concluded that no affiliation
existed after the spin-off of ITT’s businesses into three
organizations. A.O0. 1996-23 (July; 12, 1996). The Commission :
noted that after the proposed disaffiliation of the ITT companxes
"none of the companies owns any stock in either of the other
companies.” The same is true of AT&T Corp. and Lucent i
Technologies Inc. Although an “IPO| was not utilized and the
shareholders were identical after the ITT transaction, the :
Commission relied on public trading to discount this factor as a:
basis for continued control. 1In the Lucent Technologies Inc. ,
transaction the IPO and public tradlng will also cause distinctly
different ownership of the two companles' common stock after the-
Distribution. | .

The Commlss1on noted that after the ITT spin-off there
would be no joint management, control or operation of the three’
companies. Furthermore, based onithe proxy statement, it i
concluded that the separation agreements between the three new
companies were "aimed at sorting out liabilities and obligations,
... and do not appear to be aimed .at continuing one company’s i
control over another."™ The Lucent Technologles Inc. Prospectus '
makes the same points. Indeed, as previously explained, there
are persuasive business reasons to make AT&T Corp. and Lucent :
Technologles Inc. separate companies pursuing distinct business

opportunities. |
|
l
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|

The Commission found that the ITT PACs had engaged in
transfers of funds before the spin+off, but there were no
transfers after the spin-off and "no indication that one PAC will
solicit contributions to be made t6 another PAC." The same is
true for AT&T PAC and Lucent Technologles PAC. The only
transfers, if any, will take place prior to the Distribution and
would be intended to transfer the contributions of Lucent Techno-
logies Inc. employees received by the AT&T PAC through AT&T
Corp.’s payroll deduction plan to the Lucent Technologies PAC.
Transfers will not be necessary after the Lucent Technologies PAC
begins receiving contributions directly from its employees.

In short, the Commission;s analysis 'in A.0. 1993-23 and
A.0. 1996-23 supports the conclusion that AT&T Corp. and Lucent .
Technologies Inc. and their PACs wrll not be affiliated after the

Distribution. ,
|

IV. Are AT&T PAC And Lucent Technologies PAC Affiliated At The
Present Time? |

At the present time, Lucent Technologles Inc. is not
100 percent owned by AT&T Corp. Although it is not 100 percent !
owned by AT&T Corp., that company.owns sufficient Lucent
Technologies Inc. common stock to elect its Board of Directors
and controls the Company. For this reason, it appears to us that
prior to the Distribution the AT&T PAC and the Lucent Techno-
logies PAC are affiliated and the mransfer of funds between the
PACs may freely take place. 11 C.F.R. § 102.6(a). Thus, AT&T
PAC may transfer contributions collected from Lucent Technologles'
Inc. employees to the Lucent Techﬂologles PAC.

It also appears to us that after the Distribution, and.
assumlng the two PACs are no 1onger affiliated, Lucent Technolo-'
gies Inc. must take account of coﬁtrlbutlons received by AT&T PAC
from Lucent Technologies Inc. employees before the Distribution :
for purposes of calculating its contrlbutors' compliance with the
contribution limitations. Addltlonally, Lucent Technologies Inc.
must take account of AT&T PAC’s contributions prior to the X
Distribution to candidates’ authorized committees and other '
political committees for purposeslof calculatlnq the contribution
limits available to the Lucent Technologles PAC. 11 C.F.R. § :
110.3(a). We respectfully request the Commission’s conflrmatlon
of these conclusions. |
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V. May Lucent Technologies Inc. Continue The Payroll Deductions
By Lucent Technologies Inc. Enployees Without Obtaining A
a 2

Several thousand Lucent Technologles Inc. employees
have authorized AT&T PAC to deduct  PAC contributions from their
salaries. In two recent advisory opinions in which a company
merged with an acquiring company and planned to merge its PACs
into the acquiring company’s PAC, the Commission approved a plan
in which the merging corporation notlfled in writing its : '
employees of the PAC merger plan and their right to cancel their,
payroll deduction authorization. If the employees of the merged:
company did not cancel their payroll deduct1ons, such deductions'
would be automatically contributed: to the surviving PAC, and :
resolicitation by the surviving PAC of payroll deduction
authority was not required. A.O. 1994—23 CCH Fed. Elec. Camp.
Fin. Guide, § 6123 (1994); 1991-19I CCH_Fe ec in.
Guide, q 6024 (1991) In each case, the Commission did not
require the merglng employees to 51gn a new authorization for a
payroll deduction to the surviv1ng|PAc.

By contrast, in A.O. 1989-16 CH Fed. Elec. Camp. F;n.
Guide, § 5967 (1989), the COmmission found that after two

companies had separated, the new company, which established a PAC
after the separation, could not rely on the payroll deduction
authorization granted prior to the separation to the PAC of the
parent company . The new PAC was requlred to seek payroll deduct-
ion authorizations "[b)ecause the employees in question are no
longer employees of M Corp. subs1dﬂar1es."

In reliance on these oplnlons, Lucent Technologies Inc,
formed the Lucent Technologies PAC! while the Company was still
affilaited with AT&T Corp. Also, the Company has sent the
attached letter to its employees who have authorized a payroll .
deduction to the AT&T PAC. The letter informs the employees that
they have the right to terminate thelr payroll deduction.
However, if they do not do so, Lucent Technologies Inc. will
continue to deduct a contribution from their salary and place |
these funds in the Lucent Technologles PAC. Because Lucent
Technologies Inc. is currently a subsidiary of AT&T Corp., the .
advisory opinion to M Corp. does not appear to apply. The PAC of
the spin-off of M Corp. was created after the separation was '
completed. Therefore, it was never affiliated with the PAC of
the parent. In this case the Lucent Technologies PAC is -
currently affiliated with AT&T PAC and Lucent Technologies Inc. !
employees are being given a cholce to terminate the payroll '
deduction while the two PACs are affiliated.
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The Comm1551on, however, | has never issued an advisory
opinion approving the procedure being followed by Lucent Techno- .
logies PAC. Lucent Technologies Inc. will suspend payroll
deductions, seek new. authorizations, and return any funds as
required if the Commission does not approve this procedure. We
urge the Commission to extend the procedure allowed in A.O0. 1991-
19 and A.O0. 1994-23 to the Lucent Technologies Inc. employees.
There is no reason to expect these’employees, who have authorized
payroll deductions by AT&T PAC, to; terminate payroll deduction by
Lucent Technologies PAC, in part because they were previously
advised that their payroll deductions would be transferred to the
Lucent Technologies PAC and given an opportunity to terminate
these deductions. Moreover, the procedure proposed by the
Company will avoid very substantial costs of resolicitation and

allow the switch of payroll deductlon at the same time that
Lucent Technologies Inc. payroll system is replacing the AT&T
Corp. payroll system. ,

In A.O. 1994-23 and A. O. 1991-19 the merging employees
could not be sure that the surv1v1pg PAC would represent their
interests because they were joining another organization.
Nevertheless, the Commission conclpded that the payroll deductlon
could continue unless the merging employees decided to withdraw. .
In this transaction the Lucent Technologles PAC will clearly
represent the interests of its employees. Therefore, the 1etter
procedure should be sufficient to iermlt them to withdraw.

If you require any addldlonal information, please
contact the undersigned. |

, Sincerely,

Al ad Wy’

| Michael A. Nemeroff

Attachments
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Martina L. Bradford 1800 19th Street, N.W.
Vice President Suite 700
Washington, DC 20006
202-530-7000
FAX 202-530-7005

September 18, 1996

Dear Lucent Management Employee:

You have previously agreed to allow AT&T to deduct a regular amount each month from your
salary and contribute that amount to the AT&T Political Action Committee (PAC).

On August 2, 1996, Lucent Technologies established the Lucent Technologies Political Action
Committee. The purpose of the PAC is to solicit contributions from eligible management
employees in order to make contributions to candidates for Federal elected office.

Lucent Technologies PAC is making arrangements to transfer your AT&T PAC payroll deduction
to the Lucent Technologies PAC. You have the right to terminate your PAC payroll deduction for
any reason if you so desire without reprisal. If you wish to terminate your payroll deduction, you
should complete the enclosed form and mail it to Joe Priester, Manager, Lucent Technologies
Public Affairs.

If you wish to continue payroll deductions to the Lucent Technologies PAC, there is nothing you
need to do. We hope that you will continue to support the Lucent Technologies PAC just as you
have supported the AT&T PAC. All of our business is affected by decisions made by legislative,
regulatory and other governmental bodies. Therefore, it is essential that we have the ability to
compete in the political process just as our competitors and customers do.

Your continued participation is necessary if we are to have a strong PAC. Thank you in advance
for your consideration.

Sincerely,

74

Martina L. Bradford

Enclosure



Lucent Technologi
Bell Labs Innmatic:ts.s

Execute Only to Terminate Payroll Deductions

Joe Priester
Manager-Public Affairs
Lucent Technologies Inc.
1900 19th Street, N.W.
Suite 700

Washington, D.C. 20006

Dear Mr. Priester:

Please be advised that I,

(Print or type your name)

do not authorize payroll deductions for the Lucent Technologies Political Action
Committee. Therefore, please notify the Corporate Payroll Office to stop payroll
deductions that | have authorized to AT&T PAC. | do not want to continue to
contribute the Lucent Technologies Political Action Committee after the official
spin-off on or before September 30, 1996.

Sincerely,

Date:

Signature



